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LAKESHORE MANAGEMENT FEE STUDY 

INTRODUCTION 

Lakeshore use permits f o r  land-based and water-based a c t i v i t i e s  a r e  cur ren t ly  
being issued a t  100 Corps projects.  The annual revenue produced f r an  t h e  
Corps Lakeshore Managenent Program is approximately $244,500 and t h e  read i ly  
i den t i f i ab l e  annual cost of administering t h e  progran is approximately 
$3,600,000. The lakeshore management progran has  about 38,500 permits and is 
cu r r en t l y  serving a c r o s s  sec t ion  of  t h e  general  public. 

In  1969, nationwide po l icy  was issued which addressed the au thor i ty  f o r  
c e r t a i n  p r iva t e  f l oa t i ng  recreat ion facilities on C iv i l  Works projects .  This 
pol icy stressed securing maximun s to rage  of  boa t s  and re la ted  equipnent a t  
ccmnercial concessions and provided fo r  issuance of lakeshore use permits 
without a fee. 

In 1974, Corps pol icy was expanded t o  include minor land and vegetation 
b modification a c t i v i t i e s .  This pol icy required Lakeshore Management Plans fo r  

p ro j ec t s  with ex i s t ing  p r iva t e  lakeshore use, continued t o  encourage moorage 
a t  ccmnercialmarinas and encouraged the use  of  ccmnunity docks. In addi t ion 
t o  re-establishing guidel ines  f o r  issuing permits, t h e  regulat ion a l s o  
required a fee of $10 f o r  i n i t i a l  issuance of a permit and an annual $5 
inspection fee, a l l  payable p r io r  t o  issuance of t h e  permit. 

Public involvement was an in tegra l  p a r t  of t h e  process during t h e  developnent 
of the  lakeshore managenent guidance i n  the e a r l y  1970's. Nearly 6,000 
letters on t h e  lakeshore managenent i s sue  were received. Ccmnents of 
individuals  were about evenly d i s t r i bu t ed  between support and opposition, with 
t h e  exception of the 188 p e t i t i o n s  - 186 p e t i t i o n s  containing over 4,000 
s ignatures  f r an  res iden ts  of t h e  Tenkil ler  Ferry Lake area in  Oklahana who 
were t o t a l l y  opposed t o  t h e  regulation;  and 2 p e t i t i o n s  containing near ly  200 
s igna tures  of  res iden ts  of  t h e  EW11 Shoals Lake area in  Arkansas and Missouri 
supported t h e  regulation,  b u t  opposed the fee fo r  permits. 

ChI September 10 and 11, 1976, the  House Subcannittee on Invest igat ions  and 
Review of the Cannit tee on Public Works and Transportation held publ ic  
hearings a t  Anderson, South Carolina, t o  review t h e  Corps lakeshore managgnent 
regulation. The outcane of t h e  hearings was confirmation that t h e  Corps was 
procedurally and adminis t ra t ively  co r r ec t  i n  es tab l i sh ing  the regulation,  and 
that t h e  regulat ion should ranain i n  fo rce  as is. 

ChI May I, 1986, ASA(CW) requested a study t o  estimate the  annual 
adn in i s t r a t i ve  cos t s ,  including an appropriate share  of  overhead, fo r  p r i va t e  

L lakeshore use permits under t h e  Lakeshore Management -ran and t o  consider 
t h e  value  of the permitted a c t i v i t i e s  t o  the  p r iva t e  user. To he lp  accanplish 
t h i s  task,  South At lan t ic  Division was asked t o  cha i r  a cann i t t e e  which was 



L e s t a b l i s h a  in June 1986. I t  consisted of representatives fran divisions 
where signif icant  lakeshore management a c t i v i t i e s  and f a c i l i t i e s  a r e  
permitted. Cannittee members included persons fran HQUSACE, division, 
d i s t r i c t  and project levels. 

ANALYSIS OF THE REPORT -- 
The cannittee r e v i m  existing data t o  determine which projects issue 
lakeshore use permits and how many floating and land-based permits were 
managed a t  each project. This data was found t o  be inadequate and inaccurate. 

Therefore, a questionnaire was sent t o  resource managers a t  the 100 projects 
identified in the Natural Resources Mnagenent Systen where lakeshore use 
permits are issued. The questionnaire was designed so tha t  responses could be 
used t o  estimate current administrative costs  and t o  inventory existing 
lakeshore permits. I t  also helped t o  establ ish a consistent basis  for  
determining a value t o  the permittee for the various permitted a c t i v i t i e s  and 
fac i l i t i e s .  One hundred precent of the questionnaires were returned. 

Three on-site reviews and interview sessions were conducted during the study. 
The camnittee met in Atlanta, Georgia; Beaver Lake, Arkansas; and Lake 
Sakakawea, North Dakota. Project and d i s t r i c t  of f ice  personnel fran the South 
Atlantic and Southwestern Divisions were interviewed concerning the study. 

Public agencies and private e n t i t i e s  were surveyed t o  determine the basis  each 

L 
used i n  establishing fees for  s i m i l a r  f a c i l i t i e s  a d  ac t iv i t ies .  The only 
information available concerned fees charged for  floating fac i l i t i e s .  No 
other agencies or  private e n t i t i e s  charge fees for the other types of 
f a c i l i t i e s  and a c t i v i t i e s  a l lowd a t  Corps projects. 

The cannittee's varied backgrollnds and broad range of experiences with the 
Lakeshore Managenent Progran were capitalized on by brainstorming t o  identify 
the  al ternat ive basis  for  assessing the f a i r  market value of a permit. 

The following al ternat ives were exanined in  the cannittee's report. 

1. Recover costs  associated with the administration of the Lakeshore -- 
Mana ement Program. The a i n i s t r a t i v e  cos ts  include labor costs  e o o o ) ,  effective r a t e  of 35.85% ($699,722) , overhead r a t e  of 10% 
($195,200) , equipnent costs  ($456,100) , and materials and supplies 
($302,738) for a t o t a l  of $3,605,760 per year or  $480 per permit per five 
years . 
Cannittee conclusion: Technically feasible. 

2. Recover part of the administrative costs  of the Lakeshore Management 
Program. under ms alternat ive,  9T%-iSf ' E F i e x i n i s t r a t i v e  cos ts  would be 
recovered. The cos t  of floating f a c i l i t y  permits would renain $480 and 
the cos t  of permits for  vegetation modification would be reduced t o  $240 
for f ive  years. There wuld be no charge for erosion control permits. 

Camittee conclusion: Technically feasible. 

3. Cost of permits based on fees charged by other public agencies and pri vate -- --- - 



- 
entities. A survey of other public agencies and private entities m s  
conducted and it was determined that no carmonly accepted method for 
establishing a fee basis for various activities and facilities exists. 

Camittee conclusion: No viable policies identified. 

Cost of permits based on increased private property value. Here the cost -- -- 
of the ~ n n i t  would be based on the increase in private property value as 
a result of the issuance of a lakeshore use permit. 

Camittee conclusion: Would require prohibitively costly appraisal 
process. Would involve substantial legal considerations. 

rmits based on intangible values. Permit costs would be based ==? on the socia a-vTege value attained by pennit holders. 

Camnittee conclusion: Subjective values - not defendable. 
Permit costs based on personal property tax assessments. In this case, --- - 
pennit costs would be based upon personal property tax assessnents. 

Cannittee conclusion: No consistency. 

Permit costs based on public values foregone. Here permit costs would be --- 
w o n  the loss to the publ-en continuing private exclusive use 
facilities and activities are all& to be placed on public lands. 

Camittee conclusion: Not quantifiable. 

Permit costs based on willingness to pay. Permit costs would be based on 
t h e 1 - e o f  z e  user to payfor the privilege. 

Ccmnnittee conclusion: Questionable defendability - data collection 
prohibitively expensive. 

Pennit costs based on the value of similar floating facilities. Under -- thi s a1 term t ive , ther7arFEEe-e s-rna t ives . 
a. Permit costs would be based on the average fee charged by carmercial 

marinas. 

b. Permit costs based on canparable sizes of carmercial marina provided 
facilities. 

c. Permit costs based on administrative costs by assigning fees for each 
size of floating facilities. 

Camnittee conclusion: Questionable defendability - no rational link 
between fee schedules and adninistrative costs that are being recovered 
and would result in an unbalanced fee schedule. 

After identifying the a1 ternatives listed above, the carmi ttee identified pros 
and cons for each. In addition, they applied the following criteria to each 
alternative. 
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Measureability - Can the value be measured in  monetary terms? 

Cost - Does the  cost of measuring the  value have a re la t ive ly  low 
administrative cost? 

Social acceptabili ty - W i l l  the public be willing t o  pay fo r  the 
measured value? 

Defendability - Was the charge for  the value based on a logical and 
consistent methodology rather than on an arbi trary determination? 

EQuity - Did the value apply equally t o  a l l  situations? 

The al ternat ives were further  discussed by the carmittee with South Atlantic 
Division's Office of Counsel, Real Estate and an econanist. Alternatives e r e  
not pursued i f  they fai led t o  meet the  c r i t e r i a  or  would s ignif icant ly 
increase the athninistrative costs. 

Upon application of these c r i t e r i a ,  the  cmittee dropped the majority of 
these al ternat ives because they were not viable for  one o r  more reasons. 
Further analysis of these factors  ms not pursued due t o  time constraints and 
the  advice •’ran ASA(CW) s ta f f .  While the carmi ttee' s analysis was limited by 
time and resources, i t  did provide an indication of the merits of the various 
factors  which might be  considered a s  a bas is  for permit fees. In each case, 

u HQUSACE s ta f f  review indicates tha t  further pursuit  would be academic. 

After reviewing the study results, the carmittee developed several 
recannendations. Their overall recmendations =re a s  follows: 

1. N o  fees should be assessed based on f a i r  market value. 

2. Fees for  a l l  floating f a c i l i t i e s  should be $480 for  a f i v e  year permit. 
Fees for  vegetation modification should be $240 for a f ive  year permit. 
Sixty percent of the cost  would be f i r s t  year costs  for  permit issuance 
and for ty  percent for subsequent inspections. 

3. Fees for permit modifications tha t  provide for any horizontal expansion 
t o  f a c i l i t i e s / a ~ t i v i t i e s  or  increase the  rider of 
fac i l i t ies /ac t iv i t ies ,  should be assessed an additional 50% of the 
to ta l  permit fee. 

4. Discounts for up front  payments on multi-year permits should be 
provided. 

5. Late fees should be assessed for l a t e  payment of permit fees. 

ADDITIONAL CONSIDERATIONS 

The camnittee did not have the resources, expertise, nor t i m e  t o  properly 
-. - pursue the "willingness t o  pay" issue. We think further stdies could define 

"willingness t o  pay". Hovever, po l i t i ca l  resistance would probably render the 
results acadenic. I f  further information is desired, a formal study could be 



- c m i s s i o n e d  t o  obtain the  data. 

A lakeshore managenent permit is one of the many variables tha t  may a f fec t  the 
value of private property located adjacent t o  Federally owned, Corp managed 
lakes. The cannittee members talked t o  the owner of a construction firm, 
located near Lake Lanier, Georgia, tha t  specializes in the  construction of 
private docks. They asked him how a private dock a f fec t s  the value of the 
adjacent private property. H e  responded saying tha t  he could not tell how 
much the dock a f fec t s  the value. In addition t o  the presence or  absence of a 
private dock, property value depends on many other variables a s  w e l l .  Sane of 
than a re  distance fran the water, access t o  the water, access t o  the private 
property, slope of land, type of soil, avai labi l i ty  of gas and water, s i z e  off 
l o t ,  distance t o  adjacent properties, proximity t o  a metropolitan area, s i z e  
of the  lake, The nunber of other docks on t h e  lake, and geographical region in 
the United States, among many other variables. 

Information obtained fran an informal and unscientific survey revealed tha t  
the value of private adjacent property may be affected by one o r  more of the 
variables mentioned above. The value of a piece of private property having a 
permitted private dock is estimated t o  increase fran $10,000 t o  $50,000 a t  
Lake Lanier, Georgia, and fran $5,000 t o  $10,000 a t  Panona Lake, Kansas. The 
dwelopnent and maintenance of a more exact estimate of increased property 
value, due t o  the presence of a lakeshore permit, would l ike ly  be a cos t ly  and 
time-consuning exercise. 

-, This progran has a his tory of high pol i t ica l  sens i t iv i ty  and involves a 
re la t ive ly  low to ta l  revenue potential  ($3.6 million) . I t  is highly v i s ib le  
and has a high potential for controversy. A s ignif icant  percentage of 
permittees are prone t o  escalate  their concerns t o  Congress. 

HQUSACE reviewed the study and its recannendations with t h i s  sens i t iv i ty  i n  
mind. In l i g h t  of these factors and the potential  l o s s  of s ignif icant  
pol i t ica l  capi tal  versus the modest cos ts  recovered, w e  considered the 
following a1 ternatives : 

1. Issue permits a t  no cost. Permits muld be issued based only upon their  
mer'l t and a t  no c G t t o t h e p e r m i  ttees . 

PROS: 

0 

0 

0 

0 

a s :  

0 

0 

Cost of a permit muld not exclude any manber of the public. 

No public review required. 

Would be acceptable t o  permittees. 

Would not increase the  current level  of bureaucracy. 

Would recover no administrative costs. 

Contrary t o  user pays philosomy. 



o -me controversy possible. 

o Potential adverse ef fec t  on existing c m e r c i a l  concessions. 

2. Status Quo. Continue current system of a $30 fee  for a f ive  year 
permit. (Thecost of processing a check, received in payment for a permit, 
through Finance and Accounting t o  the Federal treasury is approximately $15.) 

PROS: - 
o Permit cos ts  would not exclude many m e n b e r s  of the public. 

o muld not increase the current level of bureaucracy. 

o No public review required. 

ms: 

o Recwers only 7% of administrative cos ts  t o  issue the permits. 

o Contrary t o  user pays philosoghy. 

o Continued adverse e f fec t  on existing cannercial concessions. 
L 

3. I s s u e p r m i t s  - for  current fees indexed t o  1986 price levels. Under this - -- 
alternative, the fees established in 1974 would be idexed t o  r e f l ec t  their 
1986 value. This would ra ise  the current fee of $30 fo r  f ive  years t o  
approximately $60 for f ive  years. 

o muld  not increase the current level of bureaucracy. 

o Recovers an additional 7% of the adninistrative costs. 

o There is a rational basis  for  the increase based on a previous 
publicly forged posi tion. 

o Public may accept a s  reasonable. 

o Sets stage for additional increases based on indexing. 

o More in accord with the user pays ghilosophy. 

CONS : - 
o Recwers only 14% of the athninistrative costs. 

o Public review of the proposal would be required. 

o Potential controversy due t o  d o h l i n g  of permit costs. 



L 4. Issue permits with a naninal fee. Permit fees muld be raised t o  $25 per -- - 
p a r  per permit. 

PROS: 

o Would recover 28% of adninistrat ive costs. 

o More in accord with the user pays philosomy. 

ms: 

o Public review of the proposal muld be required. 

o Lacks clear  rat ionale for fee increase. 

o Potential controversy due t o  the increase in fees. 

5, Substantially recover -- the  costs associated with the  administration of the -- -- 
Lakeshore Management Program. The estimated annual cost of $3,605,000 would 
be  recovered by charging $480 per permit per f ive  years. 

PROS: 

o Recovers essent ia l ly  a l l  o f . t h e  d i n i s t r a t i v e  costs. 

o Would not increase the  current level of bureaucracy. 

o There is a rat ional  basis for  the increase. 

o In accord with the user pays philoso@y. 

ms: 

o Public review of proposal muld be required. 

o Potential controversy due t o  increase in fees, 

OMB Circular A-25, dated Septanber 23, 1959, must be considered when 
determining the fee schedule, Paragragh 3.a. (1) of the  circular states "Where 
a service (or privilege) provides special ben i f i t s  t o  an ident if iable 
recipient above ard beyord those which accrue t o  the public a t  large, a charge 
should be imposed t o  recover the f u l l  cost t o  the Federal Governnent of 
rendering tha t  service". Although the Circular ms published in 1959, 
Depar-ent of Defense did not implement it un t i l  1979. 

The most deferdable options a r e  t o  irdex the current f ee  t o  1986 prices ard a 

7 



L fee schedule tha t  recovers the cos t  of aiPninistering the progran. Althowh 
the  current f e e  of $30 was or ig ina l ly  a r b i t r a r i l y  selected, one can argue tha t  
continuing the current f e e  of $30 f o r  a five-year permit a lso  has a defendable 
bas i s  i f  only because of the  f ac t  that the public has cane to accept the f ee  
wer the 12 years it has been in  effect .  Frcm that,  it follows that indexing 
the  $30 f ee  t o  1986 prices  is a rat ional  s t ep  and would be acceptable and 
defendable. 

Any f e e  selected, between indexing t o  1986 pr ice  levels  and fu l ly  recovering 
the adninis trat ive costs, would be s t r i c t l y  an arb i t ra ry  selection and 
extremely d i f f i c u l t  t o  defend. 

Therefore, we reccmnend increasing the lakeshore managenent permit fees by 
indexing the fees established in  1974 t o  1986 pr ice  levels.  

We also recanmend phasing-in this fee  schedule over a f i v e  year peiod a s  
recarmended on page 17 of the report. Implenentation would consist  of 
charging t h e  new fee  for  a l l  new permits and for  exising permits a s  they are 
r e n d .  It would take f ive  years for  the fee  schedule t o  be  fu l ly  
imp1 anen ted . 


